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FUNDAMENTAL FACTORS IN THE PRESENT 
ECONOMIC SITUATION IN EUROPE 

W. S. KIES 

Chairman, First Federal Foreign Banking Association, New York 

HE future prosperity of the United States is inextricably 
interwoven with the course of events in Europe. 
Europe was our greatest customer before the war, and 

vastly increased her purchases during the war. So great were 
her demands that the United States was compelled to enlarge 
its capacity in many lines to supply them. Since the armistice 
the demand has been maintained, and in certain lines even up 
to the present moment. But it is now mainly a demand for 
foodstuffs and raw materials, while our markets in Europe 
for manufactured articles are dwindling. 

As a plain business proposition we are vitally interested in 

studying-the various factors in the situation abroad which will 
in any way affect the fortunes of so important a customer, 
because our own course must be influenced by European de- 
velopments. Is our customer solvent and worthy of further 
credit? To what extent will the poverty of Europe compel 
abstinence and sacrifice in the use of goods formerly pur- 
chased from us? Are conditions, political and social, suffi- 

ciently stable to warrant the extension of credit, and should 
such credits be short-term purely commercial credits, or should 
they be capital credits ? And finally, as a creditor nation and the 
seller of raw materials and foodstuffs, shall we open our domes- 
tic markets freely to the manufactured goods of Europe in 
direct competition with the products of our own factories? If 
we refuse to do so, and erect a prohibitive tariff wall, how can 
we expect to be paid for what is now owing us, and for future 
sales of raw materials and foodstuffs? It is axiomatic that 
balances in international trade can only be discharged in three 
ways: by the shipment of gold, by the shipment of goods, or by 
the giving of evidences of indebtedness, bills, notes and bonds, 
and these must be paid sometime unless issued in the form of 
securities representing permanent capital investments. 
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Our future course of action must depend upon a clear under- 
standing of our own situation. The United States is the rich- 
est nation in the world, both in present capital and in potential 
resources. We possess four-ninths of the world's gold. 
Europe is our debtor to the extent of approximately fifteen 
billions of dollars, ten billions to our government and at least 
five billions on trade balances and private loans. 

Our production may be considered along three lines. We 
are the world's greatest producers of foodstuffs, and have large 
quantities for export. We likewise produce a large surplus 
of raw materials, cotton, tobacco, forest products and minerals. 
An abundance of coal, iron and timber, and cheap and effective 
water-power development has made this country the first manu- 
facturing nation of all time. In spite of our rich endowment 
and the variety of our resources experience has shown us that 
depression in any one of our great lines of production affects 
the other sections of the country. If the farmer can not sell 
his foodstuffs for good prices his purchasing power is dimin- 
ished so that he can buy less manufactured goods, and vice 
versa. Many more people in the United States are engaged in 
producing foodstuffs and raw material than in manufacturing. 
If they can be kept prosperous by finding markets for their 
surplus the purchasing power of our great domestic market for 
manufactured goods may be maintained. 

The extent to which the equilibrium of this domestic market 
may be affected by European competition is sure to arouse 
much controversy. The answer will involve a certain amount 
of conjecture and guesswork, but a study of fundamental fac- 
tors, in the present situation, is essential to furnish any kind 
of a basis for sound judgment. The ideal toward which we 
must work is to maintain the purchasing power of our domestic 
markets; to protect them from competition that may demoralize 
prices, and at the same time to broaden the markets abroad for 
our surplus foodstuffs and raw materials, and for such manu- 
factured goods as can possibly meet world competition. 

With these points in mind let us consider briefly some of the 
important factors in the present European situation in so far as 
they have a bearing upon future developments in the commer- 
cial and financial relations between ourselves and our best 
customer. It may be well to emphasize that the statements and 
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conclusions in this paper are based upon a study of conditions 
in the summer and early fall of I920, and that the whole 
European situation may still be regarded as in a state of flux 
and subject to kaleidoscopic changes so that factors which 
may appear fundamental and of decided importance in the 
present situation may, in six months or a year, entirely dis- 
appear or be replaced by others. 

Political Conditions 

Europe may possibly remain in a state of political unrest and 
instability for many years. Some progress toward political 
stability has been made since the armistice, but the hatreds 
and animosities of war are not healed in a few years. Five 
new republics in Central Europe are endeavoring to organize 
new administrative machinery, and to build governments upon 
political theories new to the great masses of the population. 
The first ten years of our own country were years of strife 
and struggle with disorder and lawlessness prevailing from 
time to time in various parts of the country, and yet how easy 
was our problem, with our great natural resources, compared, 
for example,. with that of Austria, hopelessly burdened with 
debt, with no credit for the purchase of raw materials or coal, 
stripped of its productive resources, a beggar nation dependent 
for its existence upon the world's charity. 

The state of uncertainty caused by mutual suspicion of mo- 
tives, by the dissatisfaction with the unnatural boundaries im- 
posed by the Peace Treaty, and by the constant intriguing 
among nations for position and influence, is retarding the dis- 
banding of armies and the reduction of armaments. 

On August first civilization was in danger. The defeat of 
the Bolsheviki before Warsaw may well rank with the defeat 
of Attila and his Huns as one of the decisive battles of the 
world. While the danger to Western Europe of bolshevism, 
as such, may seem to be past, yet it will take time to straighten 
out the Russian situation and no condition of permanent stabil- 
ity in Europe can be expected until Eastern Europe is reorgan- 
ized and reconstructed along sound economic and social lines. 

But no permanent peace can come to Europe until the Peace 
Treaty is modified, and Germany's indemnity fixed within 
limits that make its payment possible. There can be no eco- 
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nomic or financial rehabilitation of Central Europe with the 
blank check provided by the Peace Treaty out against Ger- 
many. As a German statesman in a personal interview said: 
" What is the use of trying to work out any comprehensive plan 
for financial or economic reconstruction? We shall be penal- 
ized for any progress made no matter at what sacrifice. Any 
improvement in our condition will only add to the totals of 
our indemnity bills." 

A cause for optimism lies in the fact that the leading men 
of Europe, bankers, statesmen and business men, recognize the 
necessity of modifying the Peace Treaty, fixing the indemnity 
bill, and helping Germany to get back on its feet economically. 
There are signs, too, that France is beginning to realize that 
the economic ruin of Germany means her ruin also. 

Social Conditions 

The war has developed a solidarity of purpose and a sense 
of class consciousness on the part of the masses throughout all 
Europe. Labor has dictated to the government of England on 
more than one occasion, and concessions have not increased 
production. Manufacturers in England estimate efficiency at 
not over 65 to 70 per cent as compared with pre-war standards. 
In France the firmness of the government has for a time at 
least brought about a healthier condition. The government 
from the radical labor standpoint is reactionary, but favorable 
economic results are being obtained. 

Belgium is working hard, and is nearly back to a pre-war 
basis, but labor is alert and will lose none of the advantages 
it has gained during the war. In Germany the eleven million 
members of the federated labor unions hold the key to the 
future of the country. Whenever they will it, they can over- 
turn the government. At the present time the Socialist party, 
to which they belong, has no representation in the cabinet. 
They have refused to share in the responsibility of the govern- 
ment, preferring to remain the party of criticism. The laborers 
of Germany are neither bolshevists nor communists; they are 
well led and appreciate the difficulties ahead. 

As sane and accurate an analysis of his country's position as 
could be made was given me by one of the foremost of Ger- 
many's labor leaders. He said: 
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Germany is today the poorest nation in the world. We do not yet realize 
how poor we are. We have fallen from the heights to the lowest depths. 
The fault was that of our leaders, and, of course, of ourselves for follow- 
ing them. We have lost our colonies, rich parts of our own country, our 
merchant marine, our capital, and our machinery of doing business in for- 
eign countries, a great part of our natural wealth, and have incurred a debt 
which is impossible of payment. Our currency is worthless, and financially 
we are worse than bankrupt. We have 58 million people. Only 40 million 
can be supported on what we ourselves can produce. What is to become 
of the other 18 million? They can not migrate because they haven't the 
means, and where would they go? All these 18 million possess is the work 
of their hands, and their only means of obtaining a living is to work hard 
and save. When I say save I mean real saving. This country is too poor 
to import coffee or tea or sugar. We can not afford even the comforts of 
life. For this generation of Germans there is nothing ahead but work and 
a saving of everything beyond what is absolutely necessary for life. But 
the rich must save too, and there must be an end to profiteering. We must 
have credit for raw materials, therefore we must hold down importations 
and consumption. We must increase our exports, and develop a favorable 
balance of trade. Coal is our chief commodity with which to discharge our 
international debts. Therefore our coal mines should be nationalized and 
all profit be saved to the government, the same with the potash industry and 
other great exporting industries. If we all work and save, the rich and the 
poor, we can make Germany again a fit place for our children to live in. 

If this man really represents the spirit of German labor, 
then we may well anticipate an industrial revival in Germany 
which will make her a formidable competitor in international 
trade. Manufacturers in many lines spoke of the generally 
good spirit and efficiency of German labor, always allowing for 
the physical deterioration resulting from the war. The eight- 
hour day has become effective in practically every country. 
It has resulted naturally in a decrease in production, but in 

parts of Germany laborers are voluntarily working ten and 
even eleven and twelve hours where the opportunity affords. 
The government, I was informed, exempts the proceeds of 
these extra hours from the income tax. 

The eight-hour day has enormously increased the cost of 
government everywhere, and these big government budgets are 
the most serious problems in Europe today. Huge taxes have 
been levied in every country. Some laws are merely on paper, 
the task of collecting being too great an organizing problem 
to produce as yet substantial results. In other countries the 
tax-collecting system has been unable to cope with the situation. 
France is just beginning to collect her taxes. Belgium has 
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comprehensive tax laws, but portions of them are apparently 
difficult of interpretation and incapable of administration. In 
Germany a whole new system is being organized. Under the 
old regime, the various constituent parts of the Empire col- 
lected most of the taxes, now the federal government is to un- 
dertake this task. 

Where the taxes are collected, they seem to encourage still 
further governmental extravagance and waste. The hope for 
the future lies in the fact that there seems to be a general under- 
standing and appreciation of the seriousness of the problem on 
the part of all classes, and in the various estimates of expenses 
for I92I, there is on paper at least an attempt to bring about 
substantial decreases. 

The most encouraging development, from a social and polit- 
ical standpoint, is the crystallizing oif sentiment in socialist and 
labor circles against bolshevism and communism. There has 
been a movement in every country directed toward segregating 
the radicals and driving them out of the Socialist party. This 
started in France. In Germany the split in the independent 
Socialist party took place several months ago. As one labor 
leader put it: " These bolshevists are very noisy, but when we 
get them out where they can be counted we are surprised to 
see how few they are." 

The tendency to isolate the radicals is shown by recent events 
in Czechoslovakia and in Italy. The recent election in Austria 
proved them to be in a hopeless minority, surprising even the 
communist paper into the comment that communism in Austria 
seemed to be dead. But while labor will not accept bolshevism 
or communism it will endeavor to exact a greater share in the 
proceeds of production, and better working conditions. It will 
demand a raising instead of a lowering of living standards, 
and may be found generally united in efforts to bring about 
nationalization or semi-nationalization of industries looking 
toward giving labor a greater share in profits. 

The seriousness of present conditions, the difficulty of obtain- 
ing enough food, the danger of unemployment due to a lack 
of coal and raw materials, the shaken credit of continental 
Europe, are factors which, for the time being, will tend to 
keep labor submissive and at work. In an attempt to get a 
cross-section of German opinion, several hundred people, 
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laborers, unemployed, mechanics, railroad men and others in 
many lines were asked a list of questions. The inevitable an- 
swer in every case to the general question as to conditions was 
"if we can only get a little more to eat then things will be 
better." There was no sympathy with bolshevism, and a gen- 
eral expression of a willingness to work. 

Italian labor leaders disclaimed any thought of confiscation 
of property, or communism in the workmen's seizure of Italian 
factories. They took this action as a means of enforcing their 
demands for an increase of pay which was necessary to enable 
labor to obtain enough food to live. 

The great mass of labor in Europe is willing to work, asking 
only a living wage and the opportunity. This opportunity 
is measured by the supply of raw materials and coal. 

Financial Conditions 

Europe's present financial condition and her future prospects 
are important to us as her chief creditor not only from the view- 
point of her ability to pay her past debts, but also in determin- 
ing whether to advance her still further credits so badly needed 
for her rehabilitation. 

The value of her currencies in international exchange con- 
cerns us vitally, as it bears upon the cost of production of 
goods which will be offered for sale not alone in foreign, but 
also in our home markets. 

To enter into a detailed analysis of Europe's financial con- 
dition is foreign to this discussion. A few essential facts and 
conclusions may be stated as fundamental and of vital import- 
ance. With few exceptions, the budgets for the coming year 
are not actually balanced, and in many cases where a theoretical 
balance has been shown it is largely based on taxes which must 
be collected with deficient tax machinery. 

In Germany and Austria the financial situation is becoming 
progressively worse. The printing presses working night and 
day add to the governments' liabilities with no corresponding 
increase on the asset side of the ledger. The deficit of the 
German railways for this year will exceed sixteen billion 
marks. The Italian deficit, on account of the bread subsidy, 
is estimated at over six billion lire. Austria is even more hope- 
less, and the finances of Poland and Hungary are in a similar 
state of hopeless disorganization. 
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No country in Europe has had a favorable balance of trade 
this year. Czechoslovakia hopes to show a favorable balance 
next year; Sweden has good possibilities, and while the statis- 
tics are such as to give no reliable information, it is stated that 
exports from Germany in the last three months have exceeded 
imports. Belgium, France and England will unquestionably 
reduce their adverse balances,and this statement probably holds 
good for most of Europe. The sharp decrease in commodity 
prices in the last few months will be of enormous help to 
Europe, because the unfavorable balances have been largely in- 
creased by the high prices of coal, foodstuffs and raw materials. 
European exchanges, therefore, may reasonably be expected to 
show improvement during the coming year in the countries 
where the printing press is less active. 

International exchange values are based not only on balances 
of trade, but on the intrinsic value of the currency itself as 
measured by its security and cover. It is evidenced by its pur- 
chasing power as compared with the purchasing power of in- 
trinsically sound currencies, and by this test we can see little 
hope for the German mark or the Austrian krone. 

This is important to us as bearing upon the cost of produc- 
tion. If wages and other manufacturing costs are paid in 
depreciated currency the result may be that production costs, 
even after paying for raw materials on a gold basis, will be so 
low as to make competition on the part of sound-currency 
nations impossible. 

A table of wages based on exchange equivalents in American 
money as of July and August may be of value: 

Unskilled Labor Skilled Labor 
Per Day Per Day 

United States ........... $3.75 $6.50 
England ............... 1.00 to $1.85 2.25 to $2.50 
France ................. .70 to .85 1.60 to 2.00 
Belgium ................ .60 to .75 1.10 to 1.30 
Denmark ............... 1.90 to 2.10 3.75 to 4.00 
Sweden ................. 2.00 to 2.25 3.75 to 4.25 
Germany ............... .60 to .70 1.30 to 1.75 
Czechoslovakia .......... .55 to .65 1.10 to 1.25 
Austria ................ .20 to .30 .45 to .60 
Italy ................... .90 to 1.10 1.55 to 2.00 
Switzerland ............. 2.25 to 2.40 3.20 to 4.00 
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As exchange ratios with the dollar improve the disparity be- 
tween United States and European wages will tend to grow 
less, but it must be remembered that before the war there was 
a large difference, made up, it is true, in part by the greater 
efficiency of American labor and our development of mass pro- 
duction. But the war has taught Europe something about 
mass production too, and even with improving exchanges the 
difference in wages will remain considerable. In the hope- 
lessly low exchange countries like Germany the problem will 
be a serious one. 

In the last week in October the London papers all carried 
leading articles giving a list of some twenty articles of German 
manufacture offered in English markets at from fifteen to 
twenty-five per cent under English costs of production. With 
fifteen million ready and willing hands in Germany, and many 
million more in Italy and Austria the question naturally arises, 
what will be the effect upon our domestic markets and prices 
in this country, when goods made by this cheaply paid labor are 
pressed for sale here? To keep them out by prohibitive tariffs 
would take from these countries the possibilities of paying 
their debts. To permit their entry in sufficient quantities to 
bring into operation the law of marginal utilities would de- 
moralize industrial conditions in this country and lead to 
business depression and disaster. 

The question needs most careful study. It can not be solved 
by arbitrary action. One of the saving features of the situ- 
ation is that Europe's own demands are large. It is, there- 
fore, problematical how much she can export during the next 
few years. The quantity may be so small as not to be dis- 
turbing. All Europe needs goods, and what can be manufac- 
tured under present conditions may scarcely go round, pro- 
vided the channels of distribution are improved. 

The resumption of trade relations with Russia may well bring 
a demand that will use Europe's surplus production and even 
furnish opportunity to our manufacturers in many lines, for if 
England trades with Soviet Russia, other nations will follow, 
and though the United States holds off, markets for our goods 
are possible through the instrumentality of merchants of the 
trading nations like Holland, Denmark and Sweden. 

Another factor must be considered. Europe's purchasing 
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power today is almost gone. The war has destroyed her work- 
ing capital. Purchasing power is created by the margin be- 
tween production and consumption. To build it up the means 
of sustenance are required, and the materials for production. 
In time, when Eastern Europe is reorganized and transpor- 
tation rebuilt, Europe will be able to feel herself. Until then 
she is dependent upon the world, and this means the United 
States. The most practical help is through capital loans, 
that is, permanent investments. Commercial short-term credits 
are not alone sufficient to meet the situation because of the 
difficulties of repayment within the time limits of the credit. 
It seems quite clear, therefore, that with Europe's purchasing 
power diminished, we cannot continue to sell her large quan- 
tities of manufactured goods that she can make for herself, and 
even further, that it is economically unsound for Europe in her 
present condition to make such purchases, bearing in mind al- 
ways the possibilities in Eastern Europe whenever conditions 
change permanently for the better. 

But this is not the entire problem. In the markets of the 
world we must not only compete with cheap labor, but we 
are at a further disadvantage in being compelled to sell our 
product for dear dollars as compared with cheap pounds, 
francs, lire and marks. While some improvement in exchange 
may be expected for the reasons stated, nevertheless because 
of the actual intrinsic depreciation of the value of the money 
units of the various European countries, we shall have to 
accustom ourselves to thinking in a four dollar and a quarter 
pound, a nine or ten cent franc, and a three or four cent mark 
as the maximum for a number of years. Our competitive 
prices in the world's markets must be fixed with these values 
in mind. Can we overcome the handicap by better salesman- 
ship, superior goods and improved methods of production? 

As a concrete illustration of the difficulties before us, crystal- 
lized in the form of an actual example, let us consider the case 
of Switzerland. Allowing for exaggeration and undue pessi- 
mism, the picture as painted by several of the leading bankers 
is here reproduced for consideration. The Swiss franc du- 
ring the war maintained quite consistently its pre-war relative 
value in comparison with the dollar. With the inflation due 
to an increase of debt, and of circulation, prices rose and wages 
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with them. Since the armistice Swiss exchange on America 
has fallen due to the needed purchases of foodstuffs and coal 
at the prevailing high prices. The cost of living in Switzer- 
land is probably the highest of any place on the Continent; 
wages, likewise-the whitewing on the streets in Basle gets 
nearly four times as much, measured in dollars, as a similar 
laborer in Miilhausen, only three-quarters of an hour away, 
and about six times the German and eight times the Austrian 
laborer. Skilled labor in the factories is on the same relatively 
higher basis. 

Switzerland depends for its economic livelihood upon its 
hotels and upon its watch, embroidery, silk and machinery in- 
dustries. It is not economically self-sustaining, but must im- 
port foodstuffs, coal and raw materials. It has been the play- 
ground of Europe, and the majority of its hotel visitors have 
been drawn from Europe. Swiss exchange is so high that 
Europe cannot afford its Swiss vacations and goes to Southern 
Germany, Austria, Czechoslovakia and Italy instead, if it can 
afford to go anywhere. The result is that this summer Swiss 
hotels did about one-third their normal business, many inn- 
keepers were ruined, and to save the situation the government 
declared a moratorium on hotel obligations. 

The watch industry was largely dependent upon the rest of 
Europe as its best customer. Europe is too poor to buy watches, 
and to make matters worse, in the cheaper lines the competition 
of Austria and Germany is beginning to threaten serious re- 
sults. The embroidery industry cannot compete with Belgium 
and France, nor its silk industry with Italy and France. 
Europe, its best customer in these lines, can no longer buy. 
Germany and Czechoslovakia are looming up as competitors in 
machinery, and in this field, too, Europe is too poor to buy. 
Swiss chocolates are likewise luxuries too expensive for her 
former best customers, who either make their own or go with- 
out. The price Switzerland is paying for membership in the 
aristocratic circle of high-exchange nations is industrial de- 
pression and commercial disaster. 

Of course, the analogy between Switzerland and the United 
States is not at all complete. We are economically self- 
sustaining. We have a surplus of foodstuffs and raw ma- 
terials which the rest of the world needs for its existence, and 
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a variety of manufactures, some of which part of the world 
will always need. But in so far as we manufacture goods in 
which labor costs are a material factor, and offer these goods 
for sale in world markets, the example of Switzerland is at 
least instructive and furnishes food for thought. 

By way of summary, these, then, are the fundamental factors 
in the European situation which we must have clearly in mind 
in planning our industrial and economic future: Political in- 
stability, national and racial jealousies and hatreds largely 
due to an unworkable peace treaty; a dearth of working capital 
and a loss of purchasing power; enormous debts; budgetary 
deficits; wasteful and extravagantly costly governmental ad- 
ministration; depreciation in the actual value of currencies 
due to enormous inflation; a great need of foodstuffs and raw 
materials for years to come, and for the moment a diminishing 
market for manufactured products; low wages made relatively 
lower by exchange conditions and a huge surplus of labor 
which must find work, migrate or starve; inability to pay 
present debts, and little likelihood of paying future debts for 
some time to come in either gold or commodities which we can 
afford to accept. On the other hand, slow but sure progress, 
industrially and socially; a great improvement in the spirit and 
willingness to work, an understanding and appreciation of the 
problems ahead, and a gradual getting into working shape of 
Europe's industrial machine; an improving exchange condition 
probable in the majority of countries which will make long- 
term and permanent capital investments very attractive to 
American investors. 

With these factors before us we may perhaps be able to 
draw some conclusions as to needed policies and action. It 
seems clear that: (I) Amendment of our immigration laws is 
immediately needed to guard against the influx of millions of 
aliens, many of whom are undesirables. Failure to pass re- 
strictive legislation would be criminally unfair to American 
labor. (2) Tariff legislation may be necessary to protect not 
only the manufacturer, but the laborer. When we realize that 
Europe's one method of present payment is by goods, the 
seriousness of the problem is seen. No arbitrary and inflexible 
tariff law should be passed. It may be necessary that the key 
industries of this country be protected in so far as their pros- 
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perity may be found after investigation to be endangered. The 
quantity of goods available for our market should be sufficient 
seriously to affect our prices before the bars should be put up. 
(3) Our tariff should be adjustable to meet conditions; in other 
words, a bargaining tariff under a broad law which should 
permit an able and skilled commission with executive approval 
to change tariff rates with different countries after due notice, 
hearing and investigation, where such changes will benefit 
American trade. 

To enable Europe to pay for our foodstuffs and raw ma- 
terials which she needs in her work of rehabilitation, we must 
furnish credits, not alone commercial, but capital credits. To 
develop new markets in other parts of the world we must make 
capital investments. Purchasing power of new markets is 
built up by the development of resources through capital. 
Money invested in building railroads in China means orders 
for railway materials, investments in loans to countries and 
states mean orders for construction materials. We have talked 
much about foreign investments, but our income-tax laws keep 
the rich man from investing and the savings of the humble 
are attracted elsewhere. Our income-tax laws as now drawn 
penalize saving and encourage extravagance. It is suggested 
that the new revenue act be so drawn as to put a premium on 
saving and investment. 

Various European countries have made it advantageous for 
capital to invest in their securities. Why should not we do so.? 
Why not amend our income-tax laws to permit the exemption 
from the normal tax of one-half of any amount of the year's 
income saved and invested in certain securities in which should 
be included government bonds and securities issued in the 
furtherance of our foreign trade and investment in foreign 
securities of certain kinds. To these might be added railroad 
and public-utility securities and bonds, the proceeds of which 
were used to build houses. We need to encourage investments 
along these lines, and the broader the market, the greater the 
benefits to be derived. All such securities should be held for 
at least five years under penalty of the payment of the tax for 
the year for which exemption was claimed. Such securities 
should be registered and provisions made for reinvestment. 
Normal tax exemption is urged because the habit of thrift, 
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saving and sound investment is so badly needed among the 
masses. 

The government would lose little in taxes, and this would be 
made up in a short period of years by the growth in wealth 
and income due to sound investment. Except for the fact that 
the larger part of the revenue comes from surtaxes and the 
government needs the money so badly, a graduated scale might 
be worked out applying to the surtaxes. It would be difficult 
to exaggerate the good that would come from educating a 
nation of investors large and small. While there may be pos- 
sibilities of fraud in connection with such a law, still it is pos- 
sible to safeguard it sufficiently to make it entirely workable 
and to make it serve its great purpose as an incentive to save 
and invest in channels which will be of the greatest benefit to 
the nation. 

A new administration takes office in March. It has serious 
work ahead. Of greatest importance is sound and construc- 
tive legislation along lines that will protect our domestic in- 
dustrial situation, aid in the upbuilding and development of 
new foreign markets, and provide sound and practical assist- 
ance in the extension of needed credits to Europe. America 
is the richest and most fortunate of nations; its greatest op- 
portunity is just before it; its future industrial and commercial 
prosperity are assured, provided that at this critical moment it 
be blessed with able and bro.ad-visioned leadership. 
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